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ADDENDUM TO SECTION D

FIXED PRICE RESEARCH AND DEVELOPMENT

PROVISIONS

1 July 1974
DELETIONS: tor's file for the use of Government reviewing authorities.
The memorandum shall be in sufficient detail to reflect the
ARTICLE 1 most significant considerations controlling the establishment

7-303.12 SUBCONTRACTS (1972 APR)

ARTICLE 5
7-303.28 AUDIT (1971 APR) (AMENDED)

ADDITIONS:

ARTICLE 1
7-303.12 SUBCONTRACTS (1974 APR)

(The provisions of this clause do not apply to firm fixed-price
and fixed price with escalation contracts. However, the clause
does apply to unpriced modifications under such contracts.)

(a) As used in this clause, the term “subcontract” includes
purchase orders.

(b) The Contractor shall notify the Contracting Officer rea-
sonably in advance of entering into any subcontract if the Con-
tractor’s procurement system has not been approved by the
Contracting Officer and if the subcontract:

(i) is to be a cost-reimbursement, time and materials, or
labor-hour contract which it is estimated will involve an
amount in excess of ten thousand dollars ($10,000) including
any fee;

(ii) is proposed to exceed one hundred thousand dollars
($100,000); or

(iii) is one of a number of subcontracts, under this con-
tract, with a single subcontractor for the same or related
supplies or services which, in the aggregate, are expected to
exceed one hundred thousand dollars ($100,000).

(c) The advance notification required by paragraph (b) above
shall include:

(i) a description of the supplies or services to be called for
by the subcontract;

(ii) identification of the proposed subcontractor and
an explanation of why and how the proposed subcontractor
was selected, including the competition obtained;

(iii) the proposed subcontract price, together with the
Contractor’s cost or price analysis thereof;

(iv) the subcontractor’s current, complete, and accurate
cost or pricing data and Certificate of Current Cost or
Pricing Data, when such data and certificates are required
by other provisions of this contract to be obtained from the
subcontractor;

(v) identification of the type of subcontract to be used;

(vi) a memorandum of negotiation which sets forth the
principal elements of the subcontract price negotiations. A
copy 'of this memorandum shall be retained in the contrac-
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of initial or revise prices. The memorandum should in-
clude an explanation of why cost or pricing data was,
or was not required, and, if it was not required in the case of
any price negotiation in excess of $100,000, a statement of
the basis for determining that the price resulted from or was
based on adequate price competition, established catalog
or market prices of commercial items sold in substantial
quantities to the general public, or prices set by law or
regulation. If cost or pricing data was submitted and a
certificate of cost or pricing data was required, the mem-
orandum shall reflect the extent to which reliance was not
placed upon the factual cost or pricing data submitted and
the extent to which this data was not used by the contractor in
determining the total price objective and in negotiating the
final price. The memorandum shall also reflect the extent
to which it was recognized in the negotiation that any cost or
pricing data submitted by the subcontractor was not accurate,
complete, or current; the action taken by the contractor and
the subcontractor as a result; and the effect, if any, of such
defective data on the total price negotiated. Where the total
price negotiated differs significantly from the contractor’s
total price objective, the memorandum shall explain this
difference;

(vii) when incentives are used, the memorandum of nego-
tiation shall contain an explanation of the incentive fee profit
plan identifying each critical performance element, man-
agement decisions used to quantify each incentive element,
reasons for incentives on particular performance character-
istics, and a brief summary of trade-off possibilities con-
sidered as to cost, performance, and time; and

(viii) the Subcontractor’s Disclosure Statement or Certif-
icate relating to Cost Accounting Standards when such data
are required by other provisions of this contract to be ob-
tained from the subcontractor.

(d) The Contract shall not enter into any subcontract for
which advance notification to the Contracting Officer is required
by this clause, withhold the prior written consent of the Con-
tracting Officer; provided that the Contracting Officer, in his dis-
cretion, may ratify in writing any subcontract. Such ratification
shall constitute the consent of the Contracting Officer required
by this paragraph.

(e) Neither consent by the Contracting Officer to any sub-
contract or any provisions theerof nor approval of the Contractor’s
procurement system shall be construed to be a determination of
the acceptability of any subcontract price or of any amount
paid under any subcontract or to relieve the Contractor of any
responsibility for performing this contract, unless such approval or
consent specifically provides otherwise.

(f) The Contractor agrees that no subcontract placed under
this contract shall provide for payment on a cost-plus-a-percentage-
of-cost basis.
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